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This guide describes some of the main features of Corporations Tax in 
Ontario. It has been developed from the Corporations Tax Act R.S.O. 
1980, but is not a substitute for the Act. 


Note: 
The provisions of the Corporations Tax Act are subject to 


change, particularly with regard to rates of tax and interest 
rates. 


Copies of the Corporations Tax Act and Regulations may be obtained for 
$5.00 from the Ontario Government Bookstore, 880 Bay Street, Toronto; 
telephone (416) 965-2054. 


Taxpayers who are unable to shop in person may order copies of the Act 
by telephoning (416) 965-6015 or writing to: 
Ontario Government Publications Service 
5th Floor 
880 Bay Street 
Toronto, Ontario. 
M7A 1N8 
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HIGHLIGHTS 


is” 


The Ministry of Revenue is responsible for administering Ontario 
Corporations Tax. To incorporate a business it is necessary to 
contact the Ontario Ministry of Consumer and Commercial Rela- 
tlons (see page 12). 


All businesses incorporated in Ontario with or without share capi- 
tal, both public and private, are liable for Ontario Corporations 
Tax, if they maintain a permanent establishment in the province 
(see page 3). 


Copies of the Corporations Tax Return (form CT-23) are available 
from the Corporations Tax.Branch. Guidance in filling out the 
return is also available (see page 12). 


Interest and penalties are assessed on taxes owing or for filing tax 
returns late. Those who overpay their taxes receive interest at the 
same rate (see page 10). 


It is necessary for some corporations to pay their taxes in instal- 
ments (See page 8). 

Balance of tax owing is due two or three months after the end of the 
taxation year. Tax returns must be filed no later than six months 
after the end of the taxation year (see pages 7 and 9). 


Corporate partners must report both income and taxable capital 
attributed to businesses owned by the partnership on their Corpo- 
rations Tax Returns (see pages | and 5), 


A two year Income Tax holiday is in effect for eligible small busi- 
ness corporations from May 13, 1982 to May 14, 1984. No Income 
Tax is payable for two taxation years ending within this period. Tax 
instalments already paid may be refunded. Capital Tax is, how- 
ever, payable in the normal manner (see page 11). 


TABLE OF CONTENTS 


Page 
CORPORATIONS TAX INONTARIO ©... 38 3 ee l 
Ontario corporations: 15 vei ee eee l 
Other Canddian corporauons saa ee ee Pe ae eae 1 
EGEGICN COMDOLAUONS sain tr ly Sink et ge eae eee 
GoOrmmorate Parinersiips es \ lin ke at eee ere ie a ] 
Unincorporated. DUSINGSSES: . 2) uo ase nen ona ee ee ] 
IR empt COFDOLAUONS 2s. aan ae na tage Sin Ceres ea car a 
PERMANENT: ESTABLISHMENT. \cei-3 eo ee 3 
COMPONENTS OF CORPORATIONS TAK 2. eee 4 
Income? laxicr al. ee taphens ante a Tern ie eels tn). eee Geren Sete 4 
Capital {Pans -wrache entice bac Ge hha, Gh eeameine ay ies a wa ee 4 
Premiuin Tax ¥ 52 Pies ci en oe Skee sale ae ee ee 4 
EDFA P PUL Ee ao, ctv AG: ep ap aah Cena an atthe Oa Oe cana Se 5 
fCORLE VT AR.” nic ne teaseed ceded ee SNE hs Poe eaprihig ere oe Ce ag ee 5 
Garoital TAK 5 ay: Ges wesw Stent AER tephra eae ae SMe eis da ero ee ed 5 
Prem Vax). '/s. fesle oy Watton, Anni bake ne eee. oe emg ae 6 
TAX RETURN FILING REQUIREMENTS ........ Pap ee nee Re ee i 
AXATIONVEAT CNC chs eee nai eye tn ce aka eee ec eae va 
DE ClATSS ts. ial sas otal e oem elas, oes Oe Re, Pa eae ee a cee 7 
facoOmplete TEtiIMs> 3, eens Sy ee ree a ee ete eee Meee it 
PAV MENTO TAK, caeeeeeoh tn Cee semen eee bP cata Neee ELT 8 
instalment DAYMEMIS Gee we weak seta te tethrc eae aie teen eae 8 
Instalinent remuittancetonmss .ae..: Pee vs « Oe ee, re) 
Balance oftaxay ». Sama Wee he oA, WE nari yh oe epee Ine ie eh oe g 
TINIPERE Sie 205) Sate ices ee eee, Sil ano ss cs eee renee Bo 10 
Interest On UNpalGtian, Are Ge. Ae eee ni ae eke Ct ykity Waly 10 
iInterest/On OVeEIpPAaVMEHISw =... tse ee bene eee 10 
ADDITIONAG INFORMATION ee he ree 6 ea eee. ll 
Temporary Income Tax exemption for small businesses ...... ll 
AUGItOftaxpayers accounts. cutee ee tars orale ee ee 12 
egal corporate names cnn ane br oe ent le eee I ee WW, 
Assistance in completing tax returns ............ Aline tee ae. 12 
@hange- or adress) ue tinct cee eye Sue hapa peas La 
EN@UIR Boa teen eee hie Boe ters Gee A A st eee ee i 
OBJECTIONS AND APPEALS? 4.44454 ive cahlio a ee eee 14 


CORPORATIONS TAX 


IN ONTARIO 


ONTARIO CORPORATIONS 


All businesses incorporated in Ontario-with or without share capital, 
both public and private -are liable for Ontario Corporations Tax, if they 
maintain a permanent establishment in the province (See page 3). 


OTHER CANADIAN CORPORATIONS 


Similarly, businesses that are federally incorporated or incorporated in 
another province are liable if they maintain a permanent establishment 
in Ontario. 


FOREIGN CORPORATIONS 


Businesses incorporated outside Canada that have a permanent estab- 
lishment in Ontario also pay the tax. 


Non-Canadian companies without a permanent establishment in Ontario 
are also liable if they receive certain types of income or realize capital 
gains from a source within Ontario. 


CORPORATE PARTNERSHIPS 


A large number of businesses operate as partnerships. Where a partner 
is a corporation, rather than an individual, that corporation is liable to tax 
on its proportional share of the partnership's operations. 


UNINCORPORATED BUSINESSES 


Many businesses are not incorporated and, as a result, are not required 
to pay Ontario Corporations Tax. These include sole proprietorships in 
the province and businesses run by individuals as partnerships, Owners 
of unincorporated businesses are, however, subject to the federal 
Income Tax Act and must pay taxes on an individual basis. 


EXEMPT CORPORATIONS 


The following corporations are exempt from Ontario Corporations Tax 
and are not required to file tax returns: 


municipal corporations 

federal and provincial Crown corporations (except those “pre- 
scribed” by regulation) 

agricultural organizations 

boards of trade 

chambers of commerce 

registered charities 

corporations that provide low cost housing for the aged 
non-profit corporations for scientific research 

labour organizations 

limited dividend housing corporations 

pension corporations 

farmers’ or fishermen’s insurers 

clubs, societies or associations organized and operated exclu- 
sively for social welfare, civic improvement, or recreation. 


Under certain conditions a non-profit organization loses its exemption 
and becomes hable for Corporations Tax. This happens, for example, if 
it distributes any of its income, funds or property to a shareholder or 
member. In this case, such a corporation should file a tax return for the 
year in which the distribution or appropriation is made and for all sub- 
sequent years. 


PERMANENT 
ESTABLISHMENT 


A corporation has a permanent establishment in Ontario if it meets any 
one of the following criteria: 


«emer the corporation's charter or by-laws designate a place in Ontario 
as the head office or the location of a registered office and the 
corporation does not have a permanent establishment elsewhere 
in Canada: 


aeme any fixed place of business, including an agency, branch, farm, 
timberland, factory, workshop, office, warehouse, mine, or oil well, 
is located in the province; 


sammy \t has no fixed place of business, but most of the company's busi- 
ness 1s conducted in Ontario; 


samy \{ USeS Substantial machinery and equipment in Ontario; 


«wm \t Carries on business through an employee or agent who either has 
general authority to contract for the business or fills orders from a 
stock of the corporation's merchandise located in Ontario; 


«amp \t operates in another province or territory of Canada, but owns 
land in Ontario; 


«gy \{ 1S an insurance corporation licensed in the province. 


In addition to the provisions cited above, if a non-Canadian corporation 
carries on the growing, packing, preserving, creating, fabricating, manu- 
facturing, constructing, mining, or improving of anything in Ontario, it is 
deemed to have a permanent establishment in the province. 


COMPONENTS OF 


CORPORATIONS TAX 


There are two components of Corporations Tax— Income Tax and Capi- 
tal Tax. All businesses except insurance corporations pay Income and 
Capital Tax. Insurance corporations pay Premium Tax, but do not pay 
Capital Tax. 


Note: A two year Income Tax holiday is in effect for eligible small busi- 
ness corporations from May 13, 1982 to May 14, 1984. No Income Tax is 
payable for two taxation years ending within this period. Capital Tax is, 
however, payable in the normal manner (see page 11). 


INCOME TAX 


Income Tax is levied on the portion of taxable income ‘allocated’ to 
Ontario during a taxation year. If a corporation carries on a business 
through a permanent establishment in another province or jurisdiction in 
addition to Ontario, it may claim a tax reduction for taxable income 
deemed to have been earned in that other jurisdiction. Tax payable in 
Ontario will be diminished accordingly. | 


CAPITAL TAX 


This is a tax on the Ontario portion of a corporation’s taxable paid-up 
capital. 


The minimum Capital Tax is $50 a year. 


PREMIUM TAX 


Premium tax is paid instead of Capital Tax by insurance companies with 
a permanent establishment in Ontario. It is based on the total taxable 
premiums written in the province. 


TAX RATES 


INCOME TAX 


On business income that qualifies for the federal small business deduc- 
tion, the effective rate of Income Tax is 10 per cent. 


Note: A two year Income Tax holiday is in effect for eligible small busi- 
ness corporations from May 13, 1982 to May 14, 1984. No Income Tax is 
payable for two taxation years ending within this period. Capital Tax is, 
however, payable in the normal manner (See page 11). 


Income that arises from manufacturing, processing, farming, fishing, min- 
ing or logging, and which does not qualify for the 10 per cent rate above, 
is taxed at 13 per cent. 


On all other income the rate of Ontario corporate Income Tax is cur- 
rently 14 per cent. 


CAPITAL TAX 


Corporations with taxable capital less than $100,000, and family farms, 
family fishing corporations, credit unions and mortgage investment cor- 
porations pay Ontario Capital Tax at a flat rate of $50 a year. 


Corporations with taxable capital between $100,000 and $1,000,000 pay a 
$100 flat rate. 


The rate of Capital Tax for corporations with taxable capital of more than 
$1,200,000 is currently 0.3 per cent. 


For corporations with taxable capital between $1,000,000 and $1,200,000 
there is a sliding scale of tax rates which reduces Capital Tax. 


Special rules apply for members of a group of associated corporations 
(often companies owned by members of the same family). In such cases 
the taxable capital for all the associated companies must be added 
together to determine the rate of Capital Tax that applies. If the total 
taxable capital for a group of associated companies is $1,000,000 or 
more, each of the member companies is liable for Capital Tax at the 0.3 
per cent rate applied to its respective portion of the total taxable capital. 
Members of such a group are not eligible for the lower flat rates of 
Capital Tax that might otherwise apply. 


Corporations that are members of a partnership, in addition to their own 
share of the paid-up capital of the partnership, must include the shares 
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of other related partners when calculating whether overall taxable capi- 
tal exceeds the $1,000,000 limit. 


PREMIUM TAX 


The rate of Ontario Premium Tax for accident, sickness and life insur- 
ance is 2 per cent of the amount of gross premiums paid in the province. 


For most other insurance the rate is 3 per cent. 


Property insurance premiums are subject to an additional tax of 0.5 per 


cent. This brings the rate of tax on property insurance premiums to 3.5 
per cent. 


TAX RETURN 


FILING REQUIREMENTS 


TAXATION YEAR END 


A Corporations Tax Return must be filed for each taxation year. Failure 
to comply with this regulation may make officers of a corporation lable 
to prosecution. 


A newly incorporated business may select any date as its taxation year 
end. The first taxation year may be extended to a maximum of 53 weeks 
from the date of incorporation. 


If a company selects a taxation year end which makes the first taxation 
year less than twelve months long it must file a Corporations Tax Return 
for this period. 


If a corporation wishes to change its taxation year end, approval from the 
federal government is first required to ensure that certain consistencies 
are maintained between the federal and provincial taxing jurisdictions. 


Unless the Ministry of Revenue is advised to the contrary, the taxation 
year end is set automatically one year from the date of incorporation. 


DUE DATES 


A Corporations Tax Return must be filed within six months of a corpora- 
tion's taxation year end. Taxes must be paid earlier (see Balance of Tax, 
page 9). 

Penalties may be levied for filing tax returns late. 


INCOMPLETE RETURNS 


To be accepted, a Corporations Tax Return must be correctly filled out 
and signed by an officer of the corporation. It must include a copy of the 
corporation's financial statements and the schedules filed with its federal 
tax return. An unsigned return is sent back for signature. 


PAYMENT OF TAX 


INSTALMENT PAYMENTS 


Some businesses are required to pay Corporations Tax in monthly instal- 
ments. 


For a company’s first taxation year, monthly instalments are not required, 
but the full amount of tax owing must be paid on the due date (see 
Balance of Tax, page 9). 


In subsequent taxation years instalment payments are required in every 
case except the following: 


If total tax payable in the preceding taxation year was less than 
$2,000, no instalments are required in the current year. 


If the tax payable in the previous taxation year was more than 
$2,000, no instalments are required in the current year if the cur- 
rent year's estimated tax is less than $2,000. 


If, however, the current year's actual tax turns out to be more than 
$2,000, interest will be charged on instalments that should have 
been paid. 


Monthly instalments are usually calculated as the lesser of 


1/12th of the estimated tax payable for the current taxation year, 
or 


1/12th of the total tax payable for the immediately preceding taxa- 
tlon year. 


Alternatively, if it is to their advantage, corporations may calculate tax 
payable as follows: 


For each of the first two months, 1/12th of the total tax paid two 
years previous. 


For the following ten months, 1/10th of the difference between the 
immediately preceding year’s tax and the amount paid in the first 
two months, 
or 

— 1/10th of the difference between the current year’s estimated tax 
and the amount paid in the first two months. 


a a ea eS As aE SSI SO al 
8 


Example: Calculation of instalments for 1981 taxation year 


Taxation Year Total Tax 
payable 

1979 $4800 

1980 $5000 


1981 (estimate) $5200 


1981 Instalments 
1) Each of first two months = $400 (equal to 1979 
monthly instalments) 
Total= ($400 2 months) = $800 
2) Each of last ten months = $420 ($5000— $800) + 10 
Total = ($420 x 10 months) = $4200 
3) 1981 Total instalments 
$4200+ $800 = $5000 


Balance of tax is paid in addition to instalments at the end of the taxation 
year (see below ). In this example, if the 1981 estimated tax of $5200 
turned out to be accurate, the balance of tax payable would be $200. 
Consider another example: if the 198] estimated tax were only $4900, 
the first two instalments would remain $400, and the last ten instalments 
would be ($4900 — 800) + 10 = $410 each month, If the actual 1981 tax in 
this case turned out to be $5300, the balance of tax payable would be 
$400. 


INSTALMENT REMITTANCE FORMS 


A business paying Corporations Tax in instalments is automatically sent 
Instalment Remittance forms for the following months which show the 
amount of tax paid to date and the due date of the next payment. 


For convenience, payments accompanied by Instalment Remittance 
forms may be made free of charge through the corporation's chartered 
bank in Ontario. 


BALANCE OF TAX 


In the case of a corporation that is eligible for the federal small business 
deduction in the current or preceding taxation year, any balance of tax 
owing is due three months following the end of the taxation year. 


For all other corporations, the balance owing is due two months follow- 
ing the end of the taxation year. 


INTEREST 


INTEREST ON UNPAID TAX 


Interest is charged on deficient instalments and on any unpaid balances. 
The current interest rate is 15 per cent per annum. 


INTEREST ON OVERPAYMENTS 


Overpayments of instalments or balances generate interest at 15 per 
cent per annum. This is credited to the taxpayer's account or refunded. 


ADDITIONAL INFORMATION 


TEMPORARY INCOME TAX EXEMPTION 
FOR SMALL BUSINESSES 


An Income Tax holiday is in effect for eligible small business corpora- 
tions for two taxation years ending between May 13, 1982 and May 14, 
1984. 


Canadian controlled private corporations eligible for the federal gov- 
emment’'s small business deduction (see below) are exempt from 
Ontario Income Tax on the first $200,000 of income for any two taxation 
years during this period. Such corporations must, however, continue to 
pay Capital Tax and file Corporations Tax Returns in the normal manner. 


The federal small business deduction is applicable to active business 
income arising in Canada. Active business income up to $200,000* in the 
current taxation year is taxed at a reduced federal rate. Income in 
excess of $200,000* is taxed at the normal federal rate. When income 
reported for the small business deduction exceeds $1,000,000* for all 
previous taxation years combined, the eligibility for the reduced rate 
ends. 


Similarly, the Ontario Income Tax holiday is in effect for active business 
income up to $200,000 in each of two taxation years ending between May 
13, 1982 and May 14, 1984. Income in excess of $200,000 is taxed at the 
normal rate. Following the two year Ontario Income Tax holiday, busi- 
ness income still qualifying for the federal small business deduction will 
be taxed in Ontario at the rate of 10 per cent. Eligibility for these 
reduced rates of Ontario Income Tax ends when qualifying income 
exceeds $1,000,000 for all previous years combined. . 


The amount of income on which the Ontario Income Tax exemption Is 
claimed must be the same amount used in claiming the federal small 
business deduction even though the taxable incomes reported for 
Ontario and federal purposes may differ. 


Certain types of small businesses are not eligible for the Ontario tax 
holiday provisions. These include professional, personal service and 
management corporations. These corporations pay federal income tax 
at a reduced rate, but continue to pay Ontario Income Tax at 10 per cent. 


* These amounts are changes proposed in the federal budget of November 12, 1981. At 
that time they were increased from $150,000 to $200,000 and from $750,000 to $1,000,000 


respectively. 


1] 


Corporations that qualify for the Ontario Income Tax holiday may apply 
for a refund of tax already remitted to the Ministry of Revenue in respect 
of the first taxation year ending after May 13, 1982 (see Enquiries , 
page 13). 


AUDIT OF TAXPAYERS’ ACCOUNTS 


Corporations are subject to audit by the Audit Section of the Corpora- 
tions Tax Branch. An audit may include a review of books and records at 
the company’s office. 


LEGAL CORPORATE NAMES 


‘An Ontario incorporated company wishing to operate under a name 
other than its legal one should contact: 
Companies Service Branch 
Ministry of Consumer and Commercial Relations 
555 Yonge Street 
Toronto, Ontario 
M7A 2H6 
Telephone (416) 963-0510 


The legal corporate name must be used when filing an Ontario Corpora- 
tions Tax Return. 


ASSISTANCE IN 
COMPLETING TAX RETURNS 


Each Corporations Tax Return is accompanied by a guide to help tax- 
payers. If additional information or guidance is required, taxpayers 
should contact the Audit Section of the Corporations Tax Branch at 
(416) 965-1160. 


CHANGE OF ADDRESS 


~ Notification of address changes must be made to the Ministry of Reve- 
nue immediately in writing. 


ENQUIRIES 


Information concerning any aspect of Ontario Corporations Tax may be 
obtained by calling (416) 965-1160 and asking for the appropriate section 
of the Corporations Tax Branch. 


Contact: 
General enquiries 
Corporations Tax forms Reception and 
Information and Interpretation Bulletins ........... Information 
Temporary Income Tax Small Business 
exemption for small businesses ................., Tax Exemption 
Cancellation requirements 
Liability for taxation 
Filing requirements 
Sime eA OPCS yin, ach a baie Pd Ss eas os 1 iow Tax Roll 
Interest and/or penalty charges 
Refunds of overpayments 
Page nis Oi aC COUR rua. sre, Atoms OF wie k Kana Accounts 
Audits 
Assessed tax enquiries 
Completion of Corporations Tax Return ........... Audit 
Legislative Interpretations ) Legislative 
PRC TAGS eh as hous hs ok Mima oak > Shed Oo Interpretations 


Taxpayers may ‘write to the sections noted above at the following 
address: 

Corporations Tax Branch 

Ministry of Revenue 

Queen's Park 

Toronto, Ontario 

M7A 1Y1 


OBJECTIONS AND APPEALS 


Initially, disagreements between taxpayers and the Corporations Tax 
Branch are handled as informally as possible. Taxpayers who are dis- 
satisfied with the assessment of their tax should contact the Branch and 
request an explanation or reconsideration. 


If still dissatisfied, they may file a Notice of Objection with the Ministry of 
Revenue's Tax Appeals Branch. The Notice of Objection form is avail- 
able from the Tax Appeals Branch and must be filed in duplicate within 
80 days from the notice of assessment date. If there are compelling 
reasons why an objection cannot be filed on time, taxpayers may apply 
to that branch for an extension. The application for extension must be 
made within the 90 day period. 


A booklet called “Your Right to Appeal Ontario Taxes” is available from: 
Tax Appeals Branch, 
Ministry of Revenue, 
Queen's Park, 
Toronto, Ontario. 
M5R 2A6 
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